
BEFORE

THE PUBLIC SERVICECOMMISSIONOF

SOUTHCAROLINA

DOCKETNO. 97-239-C- ORDERNO.2001-954

,/ \
IN RE: Proceedingto EstablishGuidelinesfor'an ) ORDERAPPROVING_/_)_-"

IntrastateUniversalServiceFund. ) FINAL DOCUMENTS
)

This matter comes before the Public Service Commission of South Carolina (the

Commission) for approval of final Guidelines for the South Carolina Universal Service

Fund (USF) and the South Carolina Universal Service Fund Administrative Procedures.

The two documents were filed with this Commission by the South Carolina Telephone

Association (SCTA) to reflect all changes ordered by us since adoption of the original

guidelines by our Order' No. 97-753, dated September' 3, 1997, and are attached hereto as

Exhibits A & B to this Order.

We have examined the submitted documents and do hereby find that they

conform with and are in compliance with our previous Orders in this Docket, and that

they correctly reflect this Commission's intent in establishing both Guidelines and

Administrative Procedures. Accordingly, we approve both of the named documents

attached hereto as final documents.

SEPTEMBER 24, 2001
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This Ordershallremainin full forceandeffectuntil further'Orderof the

Commission.

BY ORDEROFTHE COMMISSION:

Chairman

ATTEST:

ExecutiveDirector

(SEAL)



EXHIBIT A

8/29/01.

GUIDELINES FOR SOUTH CAROLINA

UNIVERSAL SERVICE FUND (USIO

Io

.

Definition of Universal Service

The term "universal service" means the provision of basic local exchange

telecommunications service, at affordable rates and upon reasonable request, to all

single-party residential and single-line business customers within a designated

service area.

The term "basic local exchange telecommunications service" means for single-party

residential and single-line business customers access to basic voice grade local

service with dual-tone multi-frequency (DTMF) signaling (i.e., Touch-tone), access

to available emergency services and directory assistance, the capability to access

interconnecting carriers, access to dual party relay services, access to operator

services, one annual local dk'ectory listing, and toll limitation at the request of the

low income consumer or in order to prevent further losses by the carrier of last

resort, for low-income consumers participating in Lifeline (subject to technical

feasibility).

As initial carriers of last resort, ILECs shall establish designated service areas that

shall not be inconsistent with federal guidelines (j_., study area for rural companies

and wire center or smaller areas for non-rural companies). A new entrant may not

receive USF support for serving an area that is smaller than the ILEC's designated

service area.

After Notice and an opportunity for a hearing to all affected carriers, the

Commission by role may expand the set of basic local exchange
telecommunications services within the definition of universal services based on a

finding that the uniform statewide demand for such additional service is such that

including the service within the definition of universal services will further the

public interest; provided, however, that before implementing any such finding, the

Commission shall provide for recovery of unrecovered costs through the USF of

such additional service by the affected carrier(s) of last resort.

Carrier ofLast Resort

Telecomnnnfications carriers that assume the obhgations of carrier(s) of last resort

(COLRs) will be eligible to receive intrastate universal service support. Carrier(s)

of last resort will be designated by the Commission. Carrier(s) of Last Resort are

"eligible telecommunications carriers" as defined in Section 214(e) of the federal

Columbia: 384801
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Telecommunications Act of 1996, but not all eligible telecommunications carriers

are carriers of last resort.

To be designated a COLR by the Commission, a carrier must meet the following

requirements:

The COLR must be willing and able and must certify its conmaitment to

provide the defined services supported by the State USF to any requesting

customer's location within the designated service area as defined in

paragraph 1;

The COLR must advertise the availability of such services and the charges

therefor using media of general distribution;

The COLR must provide its services at not more than the Commission-

authorized maximum stand-alone rates for the defined basic local exchange

telecommtmications service, and must meet all service quality and provision

rules established by the Commission for universal services;

The COLR may satisfy its obligation to provide the defined services over its
own facilities or a combination of its own facilities and resale of another

carrier's services. The COLR may also satisfy its obligation to provide the

defined services in whole or in part through the lease of unbundled network

elements (UNEs). A cartier that provides service solely through the resale

of other calziers' facilities is not entitled to universal service support

Administration of the USF

The South Carolina Public Service Commission (the Commission) shall act as

Administrator for the South Carolina Universal Service Fund (USF), as set forth in

Section 58-9-280(E)(1) of the South Carolina Code.

The Administrator shall be charged with periodically determining the level of

contributions required and assessing the vmious contributors to meet the distribution

needs of the USF.

A single USF shall supply the funding requirements for all South Carolina universal

service programs. The South Carolina Interim LEC Fund, established by the

Commission pursuant to Section 58-9-280(M) of the South Carolina Code, will

transition into the USF when funding for the USF is finalized and adequate to

support the obligations of the Interim LEC Fund.



,,

The data necessary to administer the USF shall be handled in a proprietary manner.

Total industry aggregated data may be released, as determined by the Conmaission,

so long as no individual company's data is discemable.

The Administrator is responsible for assessing telecorranunications carriers,

distributing funds to the various qualified recipients, preparing and filing with the

Cormnission and providing participants with the results of an ammal audit of the

fund performed by an independent third party, and making recommendations to the

Commission pertaining to the ongoing operation and modification of the fund.

The Admhfistrator shall perform annual audits of the USF participants, if needed.

The Administrator's audit authority shall be limited to the review of data necessary

to ensure that all contributions axe accurately assessed and distribution claims are

valid.

The administration of all aspects of the fmld shall be done in a competitively neutral

manner, as provided for in the FCC's First Report and Order in CC Docket No. 96-

45, at paragraph 46.

Revenue Neutrality

Effective with implementation of the USF, incumbent LECs should reduce prices

for intrastate services that include implicit support for universal service to offset the

gross amount received from the USF. Such price reductions shall be designed to be

revenue neutral to the carrier upon implementation of the USF. In the event the

Commission were to disallow the explicit recovery of incumbent LECs'

contributions to the USF through an explicit end user surcharge, such prices shall

only be reduced by the net amount of universal service support that is received.

. Contributions to the USF

Contributors to the state USF will be identified in accordance with Section 254 of

the federal Telecommunications Act of 1996 and Section 58-9-280(E) of the South

Carolina Code.

All telecommunications carriers and other providers offering telecommunications

services within the State of South Carolina must: contribute to the USF. Companies

are deemed to be offering telecommunications services in South Carolina if such

telecommunications is being offered "for a fee"; and such telecommunications is

being offered to an end user, or to such classes of users as to be effectively available

to an end user.
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For puxposes of the South Carolina Universal Service Fund, the federal definition of

"telecommunications" is adopted and is denied as a "transmission, between or

among points specified by the user, of information of the users choosing, without

change in the form or' content of the information as sent and received." Exmnples of

telecommunications include, but are not lhnited to: wireless services where they

compete with a local telecommunications service provided in this State; operator

services; access services; wide area telephone set,rices (WATS); toll-free services;

900 services; message telephone services (MTS); private line services; telex

services; telegraph services; video and satellite services to the extent that they meet

the definition of telecommunications (excludes content and one-way cable

television service); pay telephone services; and wholesale services such as toll

switched access, dedicated access, unbundled network elements, resale, etc.

The pb.rase "for a fee" means services rendered in exchange for something of value

or a monetary payment. "For a fee" includes the services offered to the general

public by either a common carrier or a non-conmlon carrier, (__.K., a private network

provider). "For a fee" does not mean "for-profit."

All telecommunications carriers offering services within the state shall contribute to

the USF on the basis of their relative shares of all retail "end user"

telecommmlications revenues generated by and/or billed to an end user in the State

of South Carolina. Payphone service providers shall contribute to the State USF

based on end user revenues, and not: the payphone service providers' local

telephone service bills. Charges by local or long distance telecommunications

carriers to Payphone Service Providers ("PSPs") for toll or access line charges are
not retail "end user" telecommunications revenues, and do not serve as a basis for

that local or long distance teleconnnunications carrier's contribution to the USF.

As such, local and long distance telecommunications carriers are prohibited from

passing any USF charges on to their PSP customers.

If a contributor's annual contribution would be less than $100, it will not: be required

to contribute for that year.

Distributions from the USF

Distributions of monies in the USF shall be made monthly to each eligible COLR.

A COLR shall only receive USF support for the provision of the defined service that

utilizes its own facilities or leased unbundled network elements. Any USF

distributions associated with resale of another caziier's services would be provided

to the underlying COLR.



The COLRmaysatisfyits obligationsto providethedefinedservicesin wholeor in
part throughtheleaseof unbundlednetworkelements(UNEs). However,the level
of USF supportsucha carriermayreceiveshallnot exceedthe differencebetween
thesumof thepricespaidfor theUNEsutilized in providingthedefinedbasiclocal
exchangetelecommunicationsserviceandthe establishedmaximumprice allowed
to bechargedto theendusercustomer,hi addition,theUNEpurchasermayrecover
certainexpensesit incursin additionto thecostof theUNEsthemselves.A realistic
suxrogatefor those expensesincurred by a UNE purchaseris the percentage
deductedfor "avoidedcosts"from theresalepricefor CLECsby anILEC. SuppoIt
providedto theUNEpurchasershallnot exceedthe levelof supportprovidedto a
facilities-basedprovider. The IEECproviding non-discriminatoryaccessto UNEs
to competingCOLRsshall receivethe differencebetweenthe level of universal
supportprovided to the competingCOLR and the per-line supportpreviously
providedto theILEC.

A COLR that providesUSF servicesusing its solely-ownedmid constructed
networkwill beentitledto receivethefull amountofper4ine USF support.

The COLRswhich providethe mlderlyingfacilities to resalecompetitorswill be
entitledto receivethefull amountof per-lineUSF supportfor thosefacilities.

Carriersprovidingserviceson thebasisof resale(in which facility requirementsare
notmet) arenot eligibleto receiveUSFsupport.

Fundpaymentsshallbe distributedto providersof supportedservicesbasedupon
Cor_nission-approvedgtfidelines. All providers must submit reports to the
Administrator in order to receivepayments. The Administrator shall establish
proceduresto verify paymentclaims and may suspendor delaypaymentsto a
provider if suchprovider fails to provide adequateverification upon reasonable
requestor if directedbytheCommissionto doso.

The receiptof fundingfrom the StateUSF is predicateduponthecostof providing
basiclocal exchangetelecommunicationsserviceto a consumerandis not earnings
based.

Theuniversalservicefmldingis portableto anyqualifiedcarrierof lastresort.

Thefimding is associatedwith eachindividual single-partyresidentialor single-line
businesslineregardlessof its classificationasaprimaryornon-primaryline.



7. Adjustmentsto Contribution and Distribution Levels

The Commission/Administrator shall have the authority to make adjustments to the

contribution or distribution levels based on yearly reconciliation, or more often if

deemed necessary for efficient management of the USF, and to order further

contributions or distributions as needed.

Any excess funds not distributed duxing a Plan year shall only be used to reduce the

following Plan year's funding contribution requirement. Any funding shortfall

existing at the end of a Plan year shall be added to the contribution requirement in

the following Plan year.

° Recovery of USF Contributions

Contributions to the USF may be recovered through an explicit surcharge on retail

customers' bills. A carrier may choose not to recover its contribution. However,

any carrier attempting to recover contributions to the State USF shall do so through

the use of a uniform surcharge on end-user retail revenues. Any surcharge applied

to end user retail revenues by the cartier shall not exceed the percentage assessed to

the carrier, as detemfined by the Commission Staff.

The USF Administrator shall develop an explicit unifoim retail surcharge

percentage to be used as a USF contribution recovery mechanism. The USF

surcharge may be applied to the retail revenue billed to all end users of

telecommunications. The surcharge shall be updated at least annually and shall be

applied in a maturer consistent with the contributions collected by the Administrator,

including periodic updates.

. Size of the fund

The maximum size of the state USF (which includes provisions for high cost and

low income support) shall be the sum of the differences, for each ILEC cax_ier of

last resort, for each of its designated state USF support service areas, between the

cost of providing basic local exchange telecommunications services less the

maximum amount (as approved by the Comnfission) it may charge for basic local

exchange telecommunications service within each area and less any federal

universal service support received for serving the stone area ("high cost support

component"), plus the cost of any state mandated suppoit programs for low-income

consumers such as Lifeline, as well as any appropriate administrative expenses. The

high cost support component is calculated on a per-line basis for residential and



single-linebusinessservice,thensummedoverall suchlinesin thedesignatedstate
USF supportarea.

ThestateUSF shouldbe implementedin threeormorephases.TheInitial Phaseof
the stateUSF will implementup to 33%of thetotal stateUSF andwill consistof
two steps. Thefirst stepwill consistof areductionin intrastate/recessratesandthe
secondstepwill consistof reductionsin otherratesproviding implicit supportfor
universalservice.

The ftrst stepof the Initial Phaseof the stateUSF will include: 1) thesumof the
dollarsrequiredfor each]J_iECto reduceits intrastateaccessratesfrom their level
asof October1,2001to thetarget levelproposedby eachILEC, plus 2) the cost
of any state-mandatedsupport programs for low-income consumerssuch as
Lifeline, and3) appropriateadministrativeexpenses.

After implementationof tile first step,but no later thanApril 1, 2002,the ILECs
may file tariffs to reduce otherratesproviding implicit support.Suchfilings will
beconsideredby theCommissionandadecisionrenderedby September1, 2002for
inclusion in the stateUSF effective October 1, 2002. The amount of these
reductionsfor all ILECswhencombinedwith theamountof the accessreductions
takenin the accessstepwill equalno morethan33% of the total stateUSF. If a
ruralILEC's accessreductionsexceedthefirst year'smaximumceiling of 33% for
that rural ILEC, therural ILEC will still bepermittedto makeits targetedaccess
reductions. To maintainthe overall ceiling,BellSouthagreesto limit its second
steptariff reductionsby the amountnecessaryto insurethat nomore thin133%of
thetotal stateUSF is implementedin theftrst year.

After the Initial Phase,on April 1 of eachyear,beginningin 2003, eachILEC
receivingUSF supportmayfile tariff reductionsandrequestadditionalUSF support
to fund the continuedremovalof implicit supportcontainedin rates. Suchfilings
will be consideredby theCommissionand a decisionrenderedby September1 of
thesameyearfor inclusionin the stateUSFassizedeachOctober1.Thetotal high
cost support for eachILEC for the 2naphaseshall not exceed66.67% of its
maximum high cost support.. No ILEC shall be required to implement any
portion of the stateUSFotherthantheaccessratereductionsthatILEC committed
to in thefirst stepof theInitial Phase.

The incrementalhigh cost supportamountper Residentialand Businessline for
eachphaseshall be calculatedby dividing the revenuereductionsresultingfrom
taxiff reductionsby the total universal service accesslines, considering the
relationship between the maximum high cost support between Businessand
Residenceper line amountapprovedby theCommission.Thetotalhighcostsupport
amountper ResidenceandBusinessline for eachphaseshall be the sum of 1)

7



previousphasehigh cost supportamotmtper line plus the incrementalstatehigh
costsupportamount:per line, by BusinessandResidence,respectivelyplus 2) the
incrementalhigh cost support amountper Residenceand Businessline for the
cuIrentphase.The totalsizeof thefmld in eachphaseshallbe thesupportamount
times the nmnber of USF lines, plus the cost of any state-mandatedsupport:
programs for low-income consumers such as Lifeline, plus appropriate
administrativeexpenses.

TheCommission-approvedcostsof providinguniversalserviceona per linebasis
for anyparticularLEC should remain in place until such time as that LEC's State

USF withdrawal exceeds one-third of its company-specific State USF amount. At

that point, the LEC will be required to update the results of its forward-looking cost

model, or in the case of rural LECs other than United Telephone Company, its

embedded cost study.

The Administrator' may use estimates to establish the size of the USF on an annual

basis, provided it establishes a mechanism for adjusting any inaccuracies in the
estinmtes. Such a mechanism should allow for periodic adjustments, which will

enable the Adn_listrator to efficiently manage both the collection and distribution

of the USF.

Non-telecommunications services shall not be supported by the USF, nor will

revenues received from non..telecommunications services be used to support USF.

With the implementation of the initial phase of the State USF, those and any further

access reductions made by ILECs as a result of access rate reductions implemented

pursuant to a State USF proceeding by the largest LEC operating in the state shall be

recovered solely through the State USF.

The Interim LEC Fund will transition into the USF when funding for the USF is

finalized and adequate to support the obligations of the InteNn LEC Fund, in

addition to its other obligations.

10. _Designation of Eligible Telecommunications CaNers

Pursuant to Section 214(e) of the federal Telecomrnunications Act of 1996 and to

the FCC's Universal Service Report and Order released on May 8, 1997, state

commissions must, either upon their own motion or' request, designate a common

carrier that meets the requirements of Section 214(e)(1) "as an eligible

telecommunications carrier for a serdce area designated by the State commission."

Upon notice to the State, the Commission shall permit eligible carriers to relinquish



11.

12.

their designation as an eligible carrier in areas that are served by more than one

eligible cariier.

Incumbent local exchmlge caners shall notify the Comnfission by letter, on or

before October 1, 1997, of their desire to be appointed as eligible

telecommunications cazriers in designated service areas. The Commission shall

consider the companies' requests and may render a single decision. Compmfies

must, however, be designated as eligible before December 31, 1997, in order to

receive federal universal service funds for1998.

Rates

The Commission should investigate and detemline the appropriate single-party

residential and single-line business rates for the State of South Carolina for each

ILEC operating in South Carolina. The Commission shall allow an ]:LEC to charge

any rate or rates determined to be appropriate or affordable for purposes of

calculating state USF support for that ILEC. Such rates would represent the

maximum rate that a carrier of last resort is authorized to charge an end user

customer for the supported basic local exchange telecommunications service (except

that discounts may be available to end users under the residential Lifeline program).

Until such time as the Commission conducts hearings to establish appropriate

maximum rates, the maximum rates for determining universal service support shall

be deemed to be the COLR's tariffed rates for residential and single-line business

services.

If funding for the state USF is subsequently reduced, COLRs should be able to

increase rates an amount equal to the reduction in funding.

The Commission shall not require services not supported by universal service

funding to be priced below their cost.

Low.-income Consumers

Support for a statewide Lifeline program shall be part of the USF.

The Lifeline and Link-up programs for low-income consumers shall not be

inconsistent with federal guidelines.

A consumer's qualification for support should be determined by the Commission.

The Commission shall establish narrowly-targeted qualification criteria that are

based solely on income or factors directly related to income.

9
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Consumer'smeetingqualifyingcriteriashouldbe freeto selectanyeligibleprovider
of their choice.

TheCommissionshalltakethenecessarysteps to maximize the benefit of the FCC's

federal Lifeline progrmn for qualified telecommmfications customers in the State of

South Carolina.

Discounts for Schools, Libraries, mid Public and Non-Profit Itealth Care Providers

The Coimnission finds that the same discounts for schools and libraries are adopted

for intrastate as those specified for interstate rates mid charges in the FCC's

Universal Service Report and Order released on May 8, 1.997. The Commission

authorizes incusnbent LECs the stone intrastate pricing flexibility to bid for services

to schools and libraries as the FCC has provided for interstate services in para. 483

of its Universal Service Report and Order released on May 8, 1997.

The Commission establishes the necessary intrastate regulatory frmnework to enable

South Carolina's public and iron-profit health care providers located in rural areas,

and teleconmlmaications carriers serving Such health care providers, to take full

advantage of all aspects of the federal universal service program for health care

services. The federal program for rural health care providers is outlined in the

FCC's Universal Service Report and Order released on May 8, 1997.

10



EXHIBIT B

SOUTH CAROLINA UNIVERSAL SERVICE FUND
ADMINISTRATIVE PROCEDURES

August 29, 2001

Definitions:

. SUPPORTED SERVICES: Supported services consist of basic local

exchange telephone service to all residential and single-line business
customers in designated support service areas.

.
DESIGNATED SUPPORT SERVICE AREA: The designated support
service area is defined as tile geographic area eligible for state universal

service support. The designated support service area is based upon a wire
center for non-rural incumbent local exchange companies ("ILEC") and

Sprint United Telephone Company and study area for rural ILECs other than

Sprint United Telephone Company.

, CARRIER OF LAST RESORT: In the context of universal service, any

carrier that: applies for Carrier of Last Resort ("COLR") status and receives
approval from the Commission to provide the supported services to a
designated support service area is eligible for high cost support per line.
Carriers that provide service as a reseller are not eligible to be COLRs.

. HIGH COST SUPPORT PER LINE: High Cost Support Per Line is the
amount of state universal service support within each designated support
service area available for an individual residential or single-line business

line.

, HIGH COST SUPPORT: High Cost Support is the amount each COLR
receives from the South Carolina Universal Service Fund ("SC USF"). This

amount is calculated by multiplying the High Cost Support per Line by the

number of eligible lines served by each COLR.

.
HIGH COST SUPPORT COMPONENT: The High Cost Support

Component is the sum of high cost support for all COLRs in SC and

represents a subsection of the total SC USF.

,
ADMINISTRATIVE EXPENSE COMPONENT: This component consists of

costs incurred by the Commission-designated Administrator of the SC USF
in the administration of the SC USF, including the audit expenses of an

independent third party. The sole purpose of this component is to recover
Commission-approved costs for administering the SC USF.
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III.

.
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LOW INCOME SUPPORT PER LINE: The Low Income Support per Line is

the amount of state support available to eligible low income consumers and

is equal to tile state-matching portion (currently $3.50) of the Federal Lifeline
credit. It is payable to the COLR serving the eligible low-income consumer.

FUND PARTICIPANTS: Participants in the SC USF include both those
telecommunications carriers that contribute into the fund and those Carriers
of Last Resort that are entitled to receive disbursements from the SC USF.

SC USF Components

The SC Universal Service Fund consists of:

The High Cost Support Component
The Low-income Support Component
The Administrative Expense Component.

The SC Universal Service Support is the sum of the three components stated
above.

Contributions to the SC USF

A. All telecommunications carriers, as defined in the Telecommunications Act

of 1996, providing telecommunications service within the State of South
Carolina shall contribute to the SC USF based upon their relative shares
of all end user retail telecommunications revenues (both interstate and

intrastate) generated by and/or billed to an end user in South Carolina.

a. Retail end user telecommunications revenues shall be reported and filed

using a reporting form developed by the Administrator ("USF Contribution
Worksheet) (Attachment I). Each affiliate or subsidiary must file
separately. The Form must be certified by an officer of the contributor, and
is subject to verification by the Administrator. A contributor is required to_
submit a revised form, in a timely manner, should a reporting error be
discovered.

C.
Each carrier must file on an annual basis the information necessary to allow
the Administrator to calculate the carrier's contribution. These filings will be

due on July I of each year, reporting data as of December 31 of the prior

calendar year.

D.
The Administrator shall calculate the contribution factor based upon the ratio

of the fund size implemented to retail end user revenues reported as set
forth in this section.

E. The Administrator will then multiply the contribution factor by each
contributor's end user retail telecommunications revenues to develop its

2
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H.

assessment. Based upon that data, each contributor's contribution will be
determined for the subsequent year, and the contributor will be notified by

September 1 of each year of its annual contribution. The Administrator will
render monthly bills representing one-twelfth of the contributor's annual
contribution, with the first payment being due on the date specified by the
Administrator,

In the event that contributions exceed SC USF payments and administrative

costs, the contribution factor for the following annual period will be adjusted

by an appropriate amount, taking into consideration projected distributions.
In the event that contributions are inadequate, the Administrator may reduce

payments to recipients on a pro-rated basis and add the shortfall to the
contribution requirement for the following annual period. Any payment
shortfall from the previous annual period shall be paid to the affected COLRs
during the period those shortfall amounts are collected.

Each contributor will remit payments to the USF not later than the first of
each month, beginning November 1,2001. Late payment charges will begin
to accrue by the 30th of the month in whiqh payment is due. [..ate payments
to tile USF will be assessed at the rate of .0493% per day. The

Administrator may also bill contributors for reasonable administrative
expenses and interest resulting from improper filing or overdue contributions.

If a contributor's annual contribution would be less than $100, it will not be

required to contribute for that year. This does not, however, exempt such
telecommunications provider from submitting a completed USF Contribution
Worksheet.

IV. Distributions from the SC USF to Eliqible COLRs

A. COLRs designated by the South Carolina Public Service Commission
(Commission) shall be eligible to receive funds from the SC USF pursuant to
the procedures set forth below.

B, In order for a COLR to receive distributions it must provide Basic Local

Exchange Telecommunications Service, at rates not to exceed the
Commission authorized maximum stand-alone rates for the ILEC serving

that Designated Support Service Area.

C. Support payments shall be distributed to COLRs by the last day of each
month (beginning November 2001) based on rules approved or modified

by the Commission.

g. COLRs will receive High Cost Support based upon the number of eligible
residential and single-line business lines served by such COLR in a

3
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Designated Support Service Area. The amount of High Cost Support is
determined by multiplying the number of eligible lines by the per line support
available for such lines in the designated support service area.

The SC High Cost Support per line, for Residential and single-line Business,
shall be calculated based on the incumbent LEC's cost of providing basic

local exchange service minus the revenues received for such services, by
class of service.

In Designated Support Service Areas where more than one COLR provides
local service:

, The level of SC High Cost Support that a COLR may receive shall not
exceed the difference between the sum of the prices paid for the UNEs

utilized in providing the defined basic local exchange telecommunications
service plus additional costs incurred by the CLEC (as provided for in
paragraph 25 of SC PSC Order No. 2001419 in Docket No. 97-239-C)
and the established maximum price allowed to be charged by the
incumbent LEC to the end user customer in the Designated Support

Service Area.

, The ILEC providing nondiscriminatory access to unbundled network
elements to such competitive eligible telecommunications carrier shall
receive the difference between the level of the universal service support

provided to the competitive eligible telecommunications carrier and the
per-line level of support previously provided to the ILEC.

, The COLR (other than LEC) that provides the supported services using
neither UNEs purchased from ILEC nor wholesale service purchased for
resale will receive the full amount of universal service support previously

provided to the ILEC for that customer.

The SC USF will be sized as of October 1,2001 based on access reductions

made by COLRs and on October 1 of each subsequent year based on tariff
reductions approved by the Commission.

Low-income Support per Line shall be available to any COLR serving a
customer participating in a state mandated support program for low-
income consumers such as Lifeline.

V, .Phased Approach to the Hiqh Cost Support

In order to properly identify and reduce those intrastate tariff rates providing implicit

support to Universal Service and to allow the Commission to have proper oversight
of the process, the High Cost Support Component shall be phased in over time.

4



The phased approach only relates to implementing the High Cost Support
Component of the state USF over time. The SC USF shall be limited to no more
than 33.33% of the SC Universal Service Fund in the first year and no more than
66.67% in the second year. Such total amount must include funding associated
with the low-income and administrative expense components of the SC USF.

The earliestdate the State USF could fully be implementedwill be 10/1/2004.
However,full implementationof the High Cost Support Component may actually
take longer, as no COLR is required to implement the maximum percentage in any
given year.

Prior to implementationof any funding over one-third of the High Cost Support for a
particular ILEC, that ILEC is required to submit updated cost studies.

The implementation of the second step of the initial phase and of the remaining
phases requires tariff filings by individual ILEC(s) reducing intrastate tariffed rates
that include implicit support for universal service in South Carolina. The size of the
High Cost Support component shall be equal to the revenue reductions realized by
ILECs as the result of reducing regulated tariffed charges, as reflected in individual
tariff filings.

The description for the phases is as follows:

A. "Initial Phase" - The High Cost Support in the initial phase shall be limited to
no more than one third (33.33%) of the State USF, 1for each ILEC. The initial

phase shall consist of two steps:

1. The first step will be a reduction in intrastate switched access rates. All
ILECs shall implement this step at the same time.

, The second step will be the result of reducing other rates containing

implicit support. No ILEC shall be required to participate in the second
step of the initial phase. However, any ILEC electing to participate in this
step must file tariffs to reduce rates and must also file detailed cost data
clearly demonstrating that implicit support exists in the rates that are
proposed to be reduced. rhe tariffs and cost data must be filed no later
than April 1, 2002 and the Commission's decision will be rendered by
August 1, 2002. 2

1'The limit of 33.33% is applied to the cumulative result for both steps in Phase 1 (access step and
reduction of implicit support) plus the Low Income Component and Administrative Expense Component, if
any.
2 Such filings shall be considered by the Commission and a decision rendered. Rate Reductions
approved by the Commission shall be effective October 1 of 2002, 2003, etc. The High Cost Support
shall be equal to the revenue reductions as the result of reduced tariffed rates approved by the
Commission.

5



B.

C.

D,

Since the initial phase implementation of the SC USF is limited to no
more than one third (1/3) of the total fund as approved by the
Commission, and the first step may result in more than one third for
some ILECs, in order to maintain the overall ceiling, BellSouth agrees to

limit its second step tariff reductions by the amount necessary to ensure
that no more than one third (1/3) of the total SC state USF is

implemented in the initial phase.

"Second Phase" - The Second Phase for implementation of the SC USF
shall be limited to no more than two thirds (66.67%) of the total State USF,
for each ILEC. During this phase, an ILEC may request additional state USF
in order to make reductions in tariffed rates for services providing implicit

support to the universal support services. ILECs deemed eligible to receive
SC High Cost Support may file tariffs to reflect reduction(s) in tariffed
intrastate rates providing implicit support to universal service in South
Carolina. Companies seeking rate reductions shall also file detailed cost
data clearly demonstrating that implicit support exists in the rates that are
proposed to be reduced. Any such tariff filings shall be made by April 1,
2003 and the Commission's decision will be rendered by August 1, 2003.

Per line support from this phase of implementation shall be added to the per
line support from the preceding phase to determine the total portable
amount per line.

"Subsequent Phases" - Subsequent Phases of implementation allow an
ILEC the option to complete the transition to the full amount of High Cost
Support for which it is eligible in each Designated Support Service Area.
During these phases, starting on April 1 of 2004, and on April 1 of each
subsequent year, each ILEC receiving state USF support may file tariff
reductions and request additional USF support to fund the continued
removal of implicit support contained in rates. Any such tariff filing shall be
accompanied by detailed cost data clearly demonstrating that implicit
support exists in the rates that are proposed to be reduced. The
Commission shall render its decision by August 1 of that year. Per line
support from this phase of implementation shall be added to the per line
support from the preceding phases to determine the total portable amount

per line.

All ILECs shall participate in the first (access) step of the Initial Phase.
However, an ILEC is not required to participate in the second step of the
Initial Phase or in any other phase, but may elect to wait for a subsequent

yearly phase. In no event, however, may a COLR receive more than the
maximum of the amount of High Cost Support for a given designated

support service area. Since ILECs' actions are optional in both the second
and subsequent phases, ILECs may have a different ending period for
reaching the maximum amount of universal service support. Each time the
Commission approves the removal of implicit support from an ILEC's rates,

6



E,

the resulting per line support shall be added to the ILEC's existing per line

support from preceding phases in order to develop the total portable per line

support.

Non-II.ECs designated as COLRs may petition the Commission to initiate
a proceeding to implement an additional phase of the universal service

support mechanism in a Designated Service Support Area.

VI. Calculation of per Line Support

A° High Cost Support Per Line is calculated as the difference between the
Commission-approved cost per line of providing the universal supported
services and the sum of the following: maximum Commission approved
basic local service rates within each Designated Support Service Area, the
Federal Universal Service Support 3 and Federal Subscriber Line Charge
associated with the supported line. ]"he High Cost Support per line is

portable to COLRs, as set forth in Section IV, above. See Attachment II for
an illustrative example of calculation of state High Cost Support.

g. For the purpose of determining the applicable High Cost Support per line
in each Designated Support Service Area where the fund is established in
phases, the per line calculation of USF is calculated as follows:

• Initial Phase- First Step
For the first step, the High Cost Support for each Residential and
single-line Business line in each Designated Support Service Area
will be determined on a per line basis by calculating the total revenue
reduction, resulting from reducing intrastate access rates to a

composite proposed rate, as a percentage of tile High Cost Support
and then multiplying the calculated percentage by the High Cost

Support per Residential and single-line Business line. (See
Attachment III for an illustrative example,)

° Initial Phase-, Second Step

The High Cost Support per residential and single-line business line
for this step of the first phase shall be determined using the following

steps:

3 Only the high cost loop portion of the Federal Universal Service Support is included for the rural LECs
that utilized the embedded cost studies for'SC USF calculations. The FCC through a series of orders in
Docket number'96-45 transitioned various federal funds into one support mechanism referred to as
Federal Universal Support cost recovery mechanisms, while maintaining their separate identities: high
cost loop support (formerly Federal USF), local switching support, long term support, lifeline (SLC waiver'
and lifeline connection) & schools, libraries, and rural healthcare.

7



(a)

(b)

(c)

(d)

Re-calculate the High Cost Support, using the
Authorized Maximum Rate, Federal High Cost Support,
Federal Subscriber Line Charge, and State USF lines

as of December 31 of each year.

Calculate the revenue reduction associated with

reducing rate(s) containing implicit support as the
percentage of High Cost Support from (a) above.

Multiply the percentage calculated in (b) above by the
High Cost Support per Residential and single-line
Business Line from (a) above.

Add tile per line amounts calculated in (c) to the
support per line developed in (1) above to determine
the cumulative High Cost Support per line for this

phase of implementation. (See Attachment IV for an
illustrative example.)

. Subsequent Phases
Per line support for both residential and single-line business lines
shall be re-calculated each subsequent phase of implementation, in

the same manner as in 2(a) through 2 (c) above and then added to
the High Cost Support per single-line Business and Residence per
line as approved by the Commission for the previous period,
respectively. (See Attachment V for an illustrative example.)

VII. Data Requirements

A. Each ILEC must file by August 17, 2001 such information as is required by
the Commission to determine the impact of access reductions approved by
the Commission and the total amount of Lifeline funding needed by the

ILEC.

B. Each ILEC must file the following data by July -1,2002, and each year

thereafter, on a form prescribed by the Commission, by Designated
Support Service Area. The following data should be reported for the prior

calendar year (as of December 31):

.

2.

Number of residential USF access lines served by USF Designated

Support Service Area rate group.
Number of single-line business USF access lines served by USF

Designated Support Service Area rate group.

8



3. Federal USF High Cost Support per access line for USF
Designated Support Service Area.

4. Authorized residential rate for each Designated Support Service
Area.

5. Authorized single-line business rate for each Designated Support
Service Area.

6. Appropriate subscriber line charges for (1) and (2) above.

in addition to tile data above, each ILEC must also file the number of lines
receiving federal Lifeline assistance as of December 31 of the previous
calendar year.

VIII. Responsibilities of the Administrator

A.
The Administrator is responsible for assessing telecommunications carriers,

distributing funds to the various qualified recipients, filing with the
Commission the results of an annual audit of the fund performed by an

independent third party, and making recommendations to the Commission
pertaining to the ongoing operation and modification of the fund.

g. The data necessary to administer the SC USF shall be handled in a
proprietary manner. Total industry aggregated data may be released, as
determined by the Commission, so long as no individual company's data is
discernible.

C,
The Administrator shall perform annual audits of the SC USF participants, if
needed. The Administrator's audit authority shall be limited to the review of

data necessary to ensure that all contributions are accurately assessed and
distribution claims are valid.

D,
The Administrator shall compute the universal service contribution factor for
the telecommunications carriers as described in Section Ill, on an annual

basis.

ATTACHMENTS:

I:

I1:
!11:
IV:
V:

USF Contribution Worksheet

Example of Update to SC USF High Cost Support
Example of Initial Phase First Step Calculation
Example of Initial Phase Second Step Calculation
Example of Second and Subsequent Phase Calculation
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Attachment 1

South Carolina Universal Service Fund Contribution Worksheet

Contributor Indentification Information:

101 Legal name of reporting Entitiy:_

102 IRS employer identification number:

103 Name telecommunications service provider is doing business as if different than

shown above:

104 Complete mailing address of reporting

entity:

105 Individual who completed this worksheet:

106 Telephone number of individual completing the worksheet:

107 Fax number of individual completing the worksheet:

108 Address that Universal Service Fund bills should be sent:

109 Contact person at your Company for Universal Service Fund billing

questions:

110 Contact person's (in 109 above) telephone number:



Attachment1

South Carolina Universal Service Fund Contribution Worksheet

Attachment 1

Certification of Revenues:

111 Revenues:

(a)Total Interstate End User Operating Revenues in South Carolina for12 months

peroid ending 12/31/2000:

(b)Total Intrastate End User Operating Revenues in South Carolina for 12 months

period ending 12/31/2000:

(c)Total Interstate and Intrastate End User Operating Revenues in South Carolina for

12 months period ending
12/31/2000:

111 Certification of Report: I certify that I am an officer of the above named reporting

entity, that I have examined the foregoing report and to the best of my knowledge,
information, and belief, all of the statements in this Contribution Worksheet are true and
that said Worksheet is an accurate statement of affairs of the above named Company

for the time period of covered in this report.

Signature: Date:

Printed name of Officer signing above •

Position of Officer signing above •

SWORN TO AND SUBSCRIBED BEFORE ME

this the day of ,20 ....

NOTARY PUBLIC

My Commission Expires:



ATTACHMENT I1

Example of Update to the State High Cost Support,

South Carolina State USF Calculation

Data as of 12131/2001, Reported by 71112002 Source Col. A Col. B
Residence Business

SC USF Order $ 4.1.52 $ 41.521. Cost per line, approved by the Commission
2. Authorized Maximum Rate

3. Federal per line Support

4. Subscriber Line Charge
5. N.et StateHigh Cost Support per Line

6. State USF lines as of 12/31/2001

7. State High Cost Support
8. Total State High Cost Support permonth

Approved Tariff
FCC

FCC

-, (L2+L3+L4.)

ConlpanyRecords

L5 * L6

L7 (Col. A + Col. B)

$ 13.25

$ 2.50
$ 3.50
$ 22.27

11,500

$ 256,105
$ 272,405

$ 26.50

$ 2.50
$ 6.00
$ 6.52

2,500

$ 16,300



ATTACHMENT III

Example of Initial Phase First Step Calculation

South Carolina State USF Calculation

Company Specific Data Source Col. A Col. B
Residence Business

1. Net State High Cost Support per Line Att. II, L5 $ 22.27 $ 6.52

2. State USF lines as of 12/31/2001

3. State High Cost Support
4. Total State High Cost
month

Support per

I.A. Calculation of Step I of Phase I

Att. II, L6

_7_Hi_gh Cost Support per line per month

L1 * L2

L3 (Col. A + Col. B)

11,500

$ 256,105
$ 272,405

2,500

$16,300

5. Access Revenue Reductions Calculation $ 60,000

6. % State USF implemented L5 Col. A/L4 Col. A 22.03 %
L6 Col. A * L1 I $ 4.9I $1.44



ATTACHMENT IV

Example of Initial Phase Second Step Calculation
South Carolina State USF Calculation

Adjustment to the High Cost Support for
10II/2002

Data as of 12/31/2001 -Reported by 711112002
1. Cost per line, approved by the Commission
2. Authorized Maximum Rate

3. Federal per line USF support
4. Subscriber Line Charge
5. Net State High Cost Support per line

6. State USF lines as of 12/31/2001

7. State High Cost Support
8. Total State High Cost Support per month

9. State Lifeline Support per line
10. Number of Lifeline Customers

11. State Lifeline Support
12. Administrative Expense, allocated to each
ILEC

13. State USF Support

14. Maximum Percentage of State USF for the

initial phase
15. State USF cap amount for the initial phase
16. High Cost Support per line per month from
the first step
17. High Cost Support from the first step per
month

18. To_tal High Cost Sup_port from the first step

19. Max. Revenue Reductions available for

second step

I.B. Calculation for Step 2 of phase I:

20. Revenue Reduction as the result of reducing
tariffed rate

21. Revenue reduction as the percentage of the

High Cost Support
22. Incremental High Cost Support per line for
the second step

23. Cumulati.__veHigh Cost Support per Line

Source

SC USF Order

Approved Tariff
FCC
FCC

_L1- (L2+L3÷L4)

Company Records

L5 * L6

L_7_.(Col. A + Col. B)___

SC Commission

Company Records
L9 * L10
SC Commission

L8 4 Lll + L 12

Admin. Proc.

L13 * L14

Att. III, L7

L16*L6

L17 (Col. A + Col. B)_

L15 -- (L11+L12+L18)

Col. A
Residence

$ 41.52

$ 13.25
$ 2.50
$ 3.50

$ 22.27

11,500

$ 256,105
$ 272,405

$ 3.50
100

$ 350.00

$ 272,755

33.33 %

$ 90,909
$ 4.91

$ 56,465

$ 60,065

$ 3O,494

Approved Tariff $20,000

L20 / L.8

Col. B
Business

$ 41.52
$ 26.50

$, 2.50
$ 6.00
$ 6.52

2,500

$16,300

$1.44

$ 3,600

7.34 %

L21 * L5 $1.63 $ 0.48

L16 + L22 $ 6.54 $1.92



ATTACHMENT V
Example of Second and Subsequent Phase Calculation

South Carolina State USF Calculation

Adjustment to the High Cost Support for
10/1/2003

Data as of 12/31/2002" Reported by. 7/1/2003

1. Cost per line, approved by the Commission
2. Authorized Maximum Rate

3. Federal per line USF support
4. Subscriber Line Charge

5. Net State High Cost Support per line

6. State USF lines as of 12/31/2002

7. State High Cost Support
8. Total State High Cost Suppo______permonth

9. State Lifeline Support per line
10. Number of Lifeline Customers

11. State Lifeline Support
12. Administrative Expense, allocated to each
ILEC

13. State USF Support

14. Max. Percentage of State USF for this phase

15. State USF cap amount for this phase
16. High Cost Support per line per month from
)revious phases
17. Cumulative High Cost Support per month

from previous phases
18. Total High Cost Support per month for
)revious phases

Source

SC USF Order

Approved Tariff
FCC

FCC

__L1- (L2+L3÷L4)

Col. A
Residence

$ 41.52

Col. B
Business

$ 41.52

$ 30.00
$ 3.00

$ 6.00
$ 2.52

Company Records 2,800

L5 * L6

L7 (Col. A + Col. B)

SC Commission

Company Records
L9 * L10
SC Commission

L84 Lll +L12

Admin. Proc.

L13 * L14

Att. IV, L23

L16*L6

L17 (Col. A + Col. B)

19. Max. Revenue Reductions available for this L15 - (L11+L12+L18)
)hase

II.A. Calculation for This Phase Tariff
Reductions:

20. Revenue Reductions

$ 15.00
$ 3.00
$ 3.50

$ 20.02

12,250

$ 245,245
$ 252,301

-7
$ 3.50

105
$ 367.50

$ 252,669

66.67 %

$168,454
$ 6.54

$ 80,115

$ 85,491

$ 82,596

$ 40,000

21. Revenue reduction as the percentage of the

H__g_hCost Support
22. In-c--remental High Cost Support per line for

thi.__sphase
23. Cumulative High Cost Support per Line

__Approved Tariff

L20 / L8

L21 * L5

L16 + L22

$ 7,056

$ 1,92

$ 5,376

15.85 %

$ 3.17

$ 9.71

$ 0.40

$ 2.32


